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success of an organization. The issue of whether market orientation facilitates an organization's innovativeness, however, has yet to be addressed explicitly in the literature.
Second, though the importance of market orientation is acknowledged for its assumed association with organizational performance, the discordant findings on the nature of the market orientation-performance relationship1 have somewhat limited its strategic value for managers. Although Narver and Slater (1990) , Ruekert (1992) , and Slater and Narver (1994a) find a positive relationship, Hart and Diamantopoulos (1993) report no significant relationship, and Greenley (1995) and Jaworski and Kohli (1993) encounter mixed results. Accordingly, if the inclusion of the innovation construct can contribute to identifying empirical regularities or reconciling irregularities in the supposed market orientation-performance relationship, the level of confidence in market orientation would be advanced from a strategic standpoint.
The purpose of this article, therefore, is to investigate how market orientation and innovation engage, if at all, in affecting organizational performance. To this end, we explore whether market orientation enhances an organization's innovativeness and, if so, the extent of the consequences on the level of organizational performance. In exploring this relationship, we take a componentwise approach: We examine each of market orientation's three core components for its impact on a dichotomy of innovations (technical versus administrative). We then assess the impact of each innovation component on performance. Also, we take environmental turbulence into account to identify the contingencies for the framework. In summary, we present a framework that synthesizes the knowledge in market orientation and organizational literature to understand the path to organizational performance.
Background Market Orientation
A market orientation, as a corporate culture, characterizes an organization's disposition to deliver superior value to its customers continuously (Slater and Narver 1994a). The creation of superior customer value entails an organizationwide commitment to continuous information gathering and coordination of customers' needs, competitors' capabilities, and the provisions of other significant market agents and authorities Narver 1994b, 1995) . The result is an integrated effort on the part of the employees and across departments in an organization, which, in turn, gives rise to superior performance (Kohli and Jaworski 1990) .
A closer look at the market orientation construct reveals two prevalent blueprints for delivering superior customer value. First, Kohli and Jaworski (1990) outline a framework that deals with information management protocol and inIDeshpand6 and Farley (1996) examine three different market orientation scales developed by Narver and Slater (1990), Kohli, Jaworski, and Kumar (1993), and Deshpande, Farley, and Webster (1993) on the same data set and find that all three scales correlated with performance measures.
cludes generation and dissemination of and responsiveness to market intelligence, so that the benefits derived from the information can be enhanced when shared among the functions in an organization. In support of this framework, the definition set forth by Narver and Slater (1990) consists of three behavioral components-customer orientation, competitor orientation, and interfunctional coordination-each of which is engaged in intelligence generation, dissemination, and responsiveness to the collected information. Furthermore, they posit that the three core behavioral components are equally important in their informational value. In summary, market orientation scholars designate a market-oriented corporate culture as a significant factor in achieving superior corporate performance. We depict these relationships in Figure 1 .
From a strategic standpoint, however, a market orientation remains incomplete if practitioners do not understand the modus operandi that gives rise to superior customer value and corporate performance. With discordant findings emerging with respect to market orientation's direct impact on corporate performance, a closer reinspection of market orientation dynamics becomes even more imperative (Greenley 1995) . In the effort to uncover the nature of the dynamics, the underlying process has been probed primarily for the strength of the market orientation-performance relationship (for an exception, see Slater and Narver 1994b). For example, potential environmental moderators such as competitive intensity, market turbulence, and technological turbulence have received much attention (Greenley 1995; Jaworski and Kohli 1993; Slater and Narver 1994a), whereas the actual mechanism responsible for transforming market-oriented behavior into superior corporate performance has received scant consideration.
A departure from this practice is Slater and Narver's (1994b) conceptual work, in which they propose innovation as one of the "core value-creating capabilities" that drives the market orientation-performance relationship. This proposition, innovation assuming the mediator role, is consistent with Zaltman, Duncan, and Holbek's (1973) "paradigm of organizational change and innovation." In their seminal work, Zaltman, Duncan, and Holbek (1973) propose the protocol of implementing innovations, after appropriate intelligence gathering and decision making have taken place, as the medium of choice for achieving the business performance target. The notion of the "market orientation-innovation-performance" chain, though seemingly a novel concept in marketing, therefore has its original conceptual grounding in organization literature.
Presently, however, the empirical support for the market orientation-innovation-performance chain is only piecemeal. There are two streams of previous research: One addresses the market orientation-innovation link, the other the innovation-performance link. As was aforementioned, because market orientation literature has just begun to acknowledge the role of innovation in the context of market orientation, the support for the former link is rather sparse. For example, citing Quinn (1986) Kitchell's (1995) work, in which she reports a positive association between "proactive information search" and an organization's innovativeness. On the whole, the first link in the conjectured market orientation-innovation-performance chain remains relatively weak empirically. In contrast, the latter link in the chain (that is, the innovation-performance connection) has been examined in many studies in the field of organizational innovation, and much accumulated evidence of robustly positive findings has been found. For example, the robustness of the innovation-performance link has been shown to extend across diverse contexts, including industrial and consumer manufacturing firms (Zahra, de Belardino, and Boxx 1988), service organizations (Subramanian and Nilakanta 1996), and even public institutions (Damanpour and Evan 1984) .
Therefore, following the cliche that "a chain is as strong as its weakest link," empirical inquiry into the market orientation-innovation relationship remains imperative for a better understanding of the process underlying the assumed market orientation-corporate performance connection. If organizational innovation is to be tested as a mediator in the supposed market orientation-performance link, a precise definition of the innovation construct is required. Organizational innovation literature provides such a conceptual foundation, as is discussed in the following section.
Innovation Construct: Technical Versus Administrative
In marketing, the conventional meaning of the term innovation largely refers to new product-related breakthroughs. As a result, the innovation focus in marketing literature has been relatively product intensive. Market orientation, however, involves not only improvements in product-related aspects, but also facilitation of the administrative facets in an organization. This requires studying innovation with a broader scope and making the distinction between technology-and administration-related innovations. In organizational innovation literature, this distinction prevails as one of the most meaningful innovation dichotomies (Daft 1978; Dalton 1968; Damanpour 1991) . In Damanpour's (1991, p. 560) conceptualization, "technical innovations pertain to products, services, and production process technology; they are related to basic work activities and can concern either product or process," whereas "administrative innovations involve organizational structure and administrative process; they are indirectly related to the basic work activities of an organization." In the banking industry, for example, the adoption of a point-of-sale versus a computerized bookkeeping system would illustrate technical and administrative innovations, respectively (Noe 1996) .
Because it is based on technology-versus administration-related criteria, the technical versus administrative dis-32/ Journal of Marketing, October 1998 tinction seemingly captures the foremost, fundamental dichotomy in the innovation construct (Evan 1966 3Slater and Narver (1994a) develop, though not an entirely separate assessment of the three behavioral components, a relative measure of competitor to customer orientation. After accounting for the effect of the market orientation at the combined level, they report that the relative emphasis (of competitor and customer orientation) has no significant impact on performance, irrespective of the environmental context. proach as well as the component-level approach, for a more detailed inspection.
Market Orientation: The Combined Approach
We first examine the market orientation-innovation-performance chain using the combined approach, because the findings at this level can serve to benchmark the componentwise analyses in terms of insightfulness, with respect to the proposed sequence of effects. To this end, H1 addresses the structure of the market orientation-performance relationship. Aggregating circumstantial and piecemeal support for innovation serving a mediational role, we posit that Hi: Innovativeness mediates the relationship between market orientation and performance.
Using the single market orientation construct as a baseline, we address the need to inspect the relationship in more detail (at the behavioral component level) in the hypotheses that follow.
Customer Orientation
Although some researchers consider customer orientation as important as competitor focus and interfunctional coordination (e.g., Narver and Slater 1990), others consider it the most fundamental aspect of a corporate culture (e.g., Deshpande, Farley, and Webster 1993; Lawton and Parasuraman 1980). The rationale behind the high profiling of customer focus is the marketing concept, which promotes putting the interests of customers first. Accordingly, because customer orientation places the highest priority on continuously finding ways to provide superior customer value, an increased commitment to customer orientation should result in "increased boundary-spanning activity," beyond the status quo (Pierce and Delbecq 1977) . In other words, customer orientation advocates a continuous, proactive disposition toward meeting customers' exigencies. A focus on total customer satisfaction thereby fosters continuous innovation (Peters 1984) .
In line with this reasoning, Deshpande, Farley, and Webster (1993) demonstrate a positive correlation between customer orientation and innovative firms, but they do not make the distinction of whether the firms are innovative in technical or administrative aspects. Organizations committed to superior customer value, however, have been shown to innovate throughout their entire business system, as opposed to solely in products or services (Parsons 1991). Although business system reengineering, which is a form of administrative innovation, occurs less frequently than its product and/or service counterparts, which are forms of technical innovation, Parsons posits the former to be equally significant (and perhaps even more so for an enterprise in a service industry) in delivering superior value to customers. This notion of a customer-focused culture facilitating organizational innovativeness in both technical and administrative areas is consistent with the position of long-term orientation forwarded by the marketing concept. Because the marketing concept pushes a business enterprise to be forward-looking, a customer-oriented business is likely to be more interested in the long-term business outlook than in Is Innovation a Missing Link? 133 short-term profits (Felton 1959 ). In other words, both types of innovations (technical and administrative) represent a long-term investment to an organization; thus, a firm is likely to encounter more innovativeness in a customer-oriented culture compared with a less customer-focused one (e.g., a firm with a myopic, profit-seeking goal). For example, Kitchell (1995) Using the target rivals as a frame of reference, competitor-oriented firms seek to identify their own strengths and weaknesses. Although such an approach often yields helpful insights into their relative standing in the marketplace, judgments rendered by managers typically exhibit a bias toward placing disproportionate weight on hard evidence (i.e., tangible and visible factors) (Barnes 1984) . Such a bias emphasizes the role of technical innovations rather than administrative ones, because the former, which relate to technology, offer both tangibility and visibility, whereas the latter, which relate to administration, offer neither. Moreover, Stevenson (1976) finds that managers base their judgments of strengths/weaknesses primarily on the technical and marketing attributes of the product and/or service offerings. Marketing attributes, not to mention technical ones, are apparent in technical innovations, but such is generally not the case for administrative ones.
The implication is that, because the objective of competitor-centered methods is to keep pace with or stay ahead of the rest of the field, a competitor-oriented culture should facilitate innovations. However, because the competitor assessments generally yield partiality toward the consideration of hard evidence (i.e., technical and marketing attributes), we expect competitor orientation to facilitate innovations of the technical type, with less impact on the administrative. ered information on technical and administrative innovations that (1) had been implemented by the banks within the past five years, (2) had been implemented by competitors but were not available in their own banks, and (3) had the potential to be implemented within the next several years. From these sublists, a final list of technical and administrative innovations was compiled by a team of three managers who represented a small, a medium, and a large bank to ensure representativeness of responses from banks of varying sizes and minimize the possibility of floor and ceiling effects for small or large banks, respectively. In the questionnaire, the respondents were asked to indicate, from the compiled list, which of the technical and administrative innovations presently were in use at his or her bank and the year of implementation (see Appendix B). In determining the absolute number of innovations, we only included those innovations that had been implemented within five years of the base year used to assess organizational performance. This protocol therefore ensured that both parties (researchers and respondents) were referring to the same technical and administrative innovations. Table 2 ).
H3a

Construct Validity for the Three Behavioral Components
The key premises of our hypotheses rest on the validity of the three behavioral constructs. We performed a factor analysis with varimax rotation (see Table 3 ). For the customer orientation factor, five of the six original variables are loaded reasonably highly (.73, .55, .65, .52, .68). The exception was "measure customer satisfaction," which we dropped from the measurement instrument list in subsequent analyses.6 For the competitor orientation factor, all four original variables have high loadings (.71, .65, .79, .78). Also, for the interfunctional coordination factor, all five original variables have reasonably high loadings (.57, .43, .52, .59, .60). These results confirm the unidimensionality of the 5The four performance measures (objective and self-reported measures of growth and return on assets) produced similar results with respect to the hypotheses. Therefore, we report only the objective measure of growth in this study. 6Because most of the banks indicated that they implemented "formalized system for customer feedback" in the administrative innovation measure, the lack of variability on this facet among the banks surveyed may explain the nonsignificance of Narver and Slater's (1990) element of "measure customer satisfaction" in the customer orientation component. 7Confirmatory factor analysis for a one-factor structure (the combined market orientation measure) versus a three-factor structure was carried out as well. For the one-factor structure, the goodness-of-fit index (GFI) and adjusted goodness-of-fit index (AGFI) were .850 and .796, respectively, which showed an acceptable range of model fit. The X2 was 125.662 (p < .05), which provided a marginal fit, and 2 /df was 1.632, which was acceptable. The root mean square residual (RMSR) was as low as .076. For the three-factor structure, GFI = .893, AGFI = .848, X2 = 94.067 (p > .05), X2/df = 1.271, and RMSR = .069. From these results, we find that the three-factor measure provides a better fit to the data than the one-factor measure, even though both offer reasonable fit indices. 
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Model Estimation
The system of equations illustrated in Figure 1 was estimated using a three-stage least squares (3SLS) analysis (Judge et al. 1985) . We use each of the three market orientation components and their interactions with the two environmental turbulences as instrumental variables. For the moderator test of the two environmental turbulences, we include the main effects of the corresponding variables, in addition to the interactions (Baron and Kenny 1986). To incorporate the Chow test for these interaction effects (that is, between market orientation components and environmental turbulences), we use dummy variable analyses (Kennedy 1989 ) by classifying each environmental turbulence (market and technological) into high versus low levels, using the average values of the turbulence variable (Slater and Narver 1994a).
Results
Mediational Role of Innovation: The Combined Approach To investigate the mediational role of innovation between market orientation and performance, we first assess a set of simple regressions: (1) market orientation on performance and (2) technical and administrative innovation, each separately, on performance. Although the parameter estimates for both types of innovations are positive and significant on performance, as was expected, that of market orientation on performance is positive but nonsignificant (see Table 4 , Part A). This nonrobust relationship between market orientation and performance, however, is not entirely unexpected, in light of the nonsignificant and mixed findings in prior research (Greenley 1995; Hart and Diamantopoulos 1993; Jaworski and Kohli 1993).
We proceed with the mediational testing by subjecting the market orientation-innovation-performance chain to 3SLS procedures (see Table 4 , Part B). The results show that market orientation makes a significant contribution toward superior performance when innovations are accounted for: Market orientation facilitates both technical (P1I = .21; p < .10) and administrative (P18 = .56; p < .05) innovations, which, in turn, abet corporate performance (Pl 15 = 235.20; p < .05 and P' 16 = 77.05; p < .05, respectively). Therefore, the mediational hypothesis is supported at the supracomponent level of market orientation.
Customer Orientation and Organizational Innovation
H2a and H2b suggest that there is a positive relationship between customer orientation and organizational innovativeness. Such relationships are supported, because the customer orientation parameters, P21 in the case of technical innovation (H2a) and 128 for administrative (H2b), are both positive and significant (P21 = .47; p < .05 and P28 = 1.08; p < .05) (see Table 5 , Part A). Therefore, H2a and H2b are supported fully. We also postulate that the strength of this rela-tionship is moderated by environmental uncertainties (H7). For customer orientation, H7 is supported for technical turbulence but not for market turbulence. The interaction between customer orientation and technological turbulence is evident in the context of both technical (P25 = .09; p < .05) and administrative (P212 = .24; p < .05) innovations; howev- er, the interaction between customer orientation and market turbulence is not significant for either technical (P23 = n.s.) or administrative (32io = n.s.) innovation.
Competitor Orientation and Organizational Innovation
Competitor orientation is posited to facilitate technical innovations (H3a) but to have no measurable direct impact on administrative innovations (H3h). Contrary to the prediction, the parameter estimate for competitor orientation is not statistically significant for technical innovations (131 = n.s.). However, H3h is supported because the parameter estimate for competitor orientation also is not statistically significant for administrative innovations (P38 = n.s.). An examination of the interaction effect between competitor orientation and environmental uncertainties on organizational innovativeness reveals a slightly different pattern than the customer orientation context. That is, the interaction between competitor orientation and technological tur- 
Discussion
The key objective of this study is to examine the role that organizational innovations play in the context of the relationship between market orientation and business performance. In general, we empirically provide some evidence that market orientation facilitates an organization's innovativeness, which, in turn, positively influences its business performance. This mediational evidence has been found at both the supracomponent and each-component level and, thus, provides a more complete understanding of how market orientation might be related to performance.
At the component level of analysis, we find the customer orientation component the dominant factor responsible for this mediational phenomenon; the main effect of customer orientation is highly significant for organizational innovativeness, but those of competitor orientation and interfunctional coordination do not approach a level of significance. This finding is in line with the interpretation of the marketing concept forwarded by Lawton and Parasuraman (1980) , who place the highest priority on customer orientation but assign adequate considerations to competitor-related and intraorganizational aspects, and with Peters's (1984) claim that superior corporate performance is derived from a commitment to total customer satisfaction, which can be brought about by continuous innovation.
The results of the main effect, however, do not signify that the other two components of market orientation are unimportant. On the contrary, competitor orientation and interfunctional coordination may be just as important, or even more so, in conditions of relatively high environmental uncertainty. Our results indicate that all three components of market orientation are conducive to facilitating both technical and administrative innovations when the level of technological turbulence in the business environment is relatively high. Our results, however, run counter to the findings from previous research; Jaworski and Kohli (1993) do not report any significant effects of technological turbulence, whereas Slater and Narver (1994a) find technological turbulence to moderate negatively the strength of the market orientation-performance relationship.
The conflicting findings might be explained by industry differences in the amount of time required before innovation starts contributing to performance (Greenley 1995) . For banking, because it is a service industry and, in particular, because its nature entails dealing directly with money, the period between the implementation of innovations and their impact on performance is typically shorter than that of the manufacturing sector. Therefore, depending on the phase of the implementation stage, innovations, in an accounting sense, can have a positive or negative impact on performance (Capon et al. 1992 ). Nonetheless, in the long run, our results are consistent with the notion that innovations represent the most effective means to deal with the turbulence in external environments (Gupta, Raj, and Wilemon 1986; Weiss and Heide 1993).
In conditions of high market turbulence, interfunctional coordination is the only market orientation component that exhibits a significant facilitating effect on both types of innovation. Because market turbulence pertains to the heterogeneity of customer preferences and the rate of preference change, it is especially surprising that the customer orientation component was not significant for either type of innovation. One explanation for such findings is that our data on innovations captured an implementation stage of the innovations. Customer orientation is more likely to assume a larger role in the adoption stage, whereas in the implementation stage, cooperation across functions may be more instrumental in the success of adopted innovations.
The results for the innovation-performance link not only underscore the separate contributions of technical and administrative innovations to corporate performance but also lend support to synergies between the two types of innovations enhancing overall corporate performance. Our findings reinforce Trist's (1981) recommendation that an organization take a balanced approach to innovations for optimal results.
To summarize, we explored the role of organizational innovations in the assumed market orientation-performance relationship. In the process, we reaffirmed that innovations, as vital components of business performance, warrant organizationwide attention for successful implementation of both technical and administrative kinds. This requires a committed, market-oriented corporate culture that will facilitate organizational innovativeness, which increasingly is becoming a key factor in delivering superior corporate performance. Also, it may be useful to take a componentwise approach to the market orientation construct, because the roles of different market orientation components might vary, contingent on the types of innovation strategies and turbulences present in the environment.
Managerial Implications
The precept that market orientation facilitates the furtherance of corporate performance already has gained wide recognition among practitioners. However, the manner in which to go about implementing this process remains somewhat unclear. Our study provides some support that innovations facilitate the conversion of market-oriented business philosophy into superior corporate performance. For many years, firms have been taking such a lead by focusing on organizational innovations, primarily technical. Moreover, in recent years, there has been a growing trend toward focusing attention on administrative innovations, such as business systems redesign. The independent potentials of the two innovation types are becoming evident to managers, but an emphasis on the balanced adoption and implementation of the two types does not appear to be prevalent. The results of our study reinforce the notion of "balance" between technical and administrative innovations: The synergistic process between the two types of innovation yields added benefits compared with the independent effects of each type of innovation. Therefore, firms can coordinate future innovation plans by considering the two types of innovations in tandem to arrive at a combination that will yield optimal levels of performance.
Furthermore, a market orientation culture should be designed with the innovation strategy in mind, and vice versa. Being market oriented or market driven alone increasingly does not appear to be comprehensive enough to be used as a strategic beacon in achieving competitive advantage. Accordingly, Slater and Narver (1995) advocate "organizational learning," and Day (1994) suggests "anticipating future needs for capabilities" to supplement market-oriented or market-driven planning. In a similar spirit, formulating an innovation strategy to complement the firm's market orientation strategy should provide a more coherent and comprehensive road map for organizations to follow.
In prior research, market orientation has been found to be more effective in affecting performance, contingent on the business environmental conditions the firm faces (Slater and Narver 1994a). Likewise, the results of our study suggest that market orientation is conducive to providing an innovation-friendly environment, which also is contingent on factors in the business environment. As Jaworski and Kohli (1993) and Slater and Narver (1994a) concur, market orientation, as a complex process, entails substantial financial and resource commitment by the organization. This study indicates that different market orientation components differentially interact with various environmental variables in facilitating innovations. Therefore, an organization hoping to enhance corporate performance through innovation should consider the following steps for an efficient allocation of its resources: (I) determine the current business environmental conditions the firm faces and (2) allocate resources disproportionately to the market orientation component that is most effective in the identified condition.
Limitations and Directions for Further Research
There are several key factors beyond the scope of this study that we leave for future investigation. First, our study emphasizes the importance of administrative innovations at parity with technical ones. Our findings should be considered in light of a single-industry case sample (the banking sector). In the banking industry, a service sector, administrative innovation might assume relatively equal importance to its technical counterpart in influencing performance, as compared with its role in manufacturing sector data. Prior studies (Damanpour and Evan 1984; Damanpour, Szabat, and Evan 1989), which also advocate the equal importance of the dichotomous innovative impact on performance, use data from a service sector as well (the public library system). However, studies that use a sample from the manufacturing sector typically assume a technical innovation focus (Kimberly and Evanisko 1981) . Whether this technical disposition is due to higher visibility or is the result of actual, greater importance in the manufacturing sector has yet to be clarified. Hence, future studies should examine the relative importance of the technical-administrative innovation dichotomy in other industries, the manufacturing sector in particular.
Second, we use innovation data from the implementation stage (as opposed to the adoption phase) of innovation. Zaltman, Duncan, and Holbek (1973) posit that the organi-
